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Investing involves risk, including possible loss of principal. The value of any 
financial instruments or markets mentioned herein can fall as well as rise. Past 
performance does not guarantee future results.

This material is distributed for informational purposes only and should not be 
considered as investment advice, a recommendation of any particular security, 
strategy or investment product, or as an offer or solicitation with respect to the 
purchase or sale of any investment. Statistics, prices, estimates, forward-looking 
statements and other information contained herein have been obtained from 
sources believed to be reliable, but no guarantee is given as to their accuracy or 
completeness. All expressions of opinion are subject to change without notice.

Advisors Capital Management (ACM) is a registered investment adviser.

IMPORTANT 
INFORMATION
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At Advisors Capital Management, we work hand in glove with 
investment advisors to not only create tailored solutions, but to 
give clients the information they need to be in control. While the 
financial advisor is responsible for the day-to-day administration of 
client specific accounts, we regularly communicate through multiple 
channels to offer our expert analysis of global and domestic economic 
and market events.

Learn more about ACM at www.AdvisorsCapital.com.  ACM was 
founded in 1998 and has offices in California and New Jersey.  

ABOUT 
ACM
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With a diverse background and long tenure for investing, the portfolio management team have a 
well-defined strategy to confidently identify opportunities for our clients.

INVESTMENT 
TEAM

Paul Broughton, CFA
PORTFOLIO MANAGER

Randall T. Coleman, CFA
PORTFOLIO MANAGER

David L. Ruff, CFA
SENIOR PORTFOLIO MANAGER

Paul Broughton, Randall Coleman, David L. Ruff have earned the right to use the Chartered 
Financial Analyst designation. CFA Institute marks are trademarks owned by CFA Institute.
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ACM’s Small/Mid Core investment philosophy is based on the belief that superior investment results 
can be achieved by constructing a core portfolio of niche focused, small-and mid-cap companies.

INVESTMENT PHILOSOPHY

SMALL AND MID 
CAP

CORE 
PORTFOLIO

NICHE 
FOCUSED

- Operates primarily in one 
business segment

- Easier to analyze
- Reduces management 

distractions
- More control of portfolio 

diversification

- Growth and value 
companies

- Mitigate the risk of being 
out of favor

- Reflects long-term holding 
period bias

- More market inefficiency
- Less analyst coverage
- Strong opportunities for 

growth
- Takeover-rich environment
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The investment team strives to achieve superior returns by selecting companies with positive current 
earnings and reasonable valuations. Typically, investments include companies focused on one 
business which provide positive free cash flow.

INVESTMENT PROCESS

SELL DISCIPLINE

Identify growth and 
value companies that 
meet specified hurdles, 
such as leverage and 
profitability.

Look for niche 
dominance, high-
quality management 
teams and well-defined 
growth strategies; 
eliminate companies 
with negative 
attributes.

Identify high-quality 
companies with 
strong financials and 
identifiable sustained 
competitive advantages 
in niche business 
segments that display 
positive free cash flow.

Construct concentrated, 
relatively sector-neutral 
portfolio of growth and 
value companies and 
manage risk.

FUNDAMENTAL 
RESEARCH

PORTFOLIO 
CONSTRUCTION

QUANTITATIVE AND QUALITATIVE SCREENS

UTILIZE SELL DISCIPLINES TO CAPTURE GAINS AND MINIMIZE LOSSES
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QUANTITATIVELY SCREEN TO IDENTIFY 
COMPANIES THAT MEET NECESSARY 
HURDLE RATES, INCLUDING:

QUANTITATIVELY SCREEN AND QUALITATIVELY 
REVIEW TO ELIMINATE COMPANIES WITH 
NEGATIVE ATTRIBUTES, INCLUDING:

QUANTITATIVE SCREEN 
AND QUALITATIVE REVIEW

1 2

$100M – $7B MARKET CAP

LONG-TERM DEBT/TOTAL CAPITAL < 50%

P/E < 2X EARNINGS GROWTH

ROE > 15%

SUPERIOR EARNINGS 
YIELD

OR
HIGH EARNINGS 

GROWTH

- Less than $1 million in daily trading volume
- Multiple business segments
- High level of institutional ownership
- Inconsistent cash flows
- Deteriorating margins
- Overly complex financial disclosures
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Fundamental research on companies to look for high quality 
companies with a sustainable competitive advantage.

FUNDAMENTAL 
RESEARCH

INDUSTRY 
REVIEW

MANAGEMENT 
QUALITY

HIGH 
QUALITY

COMPETITIVE 
ADVANTAGE

- Years of experience
- Broad-based stock 

ownership by 
employees

- Management 
interests aligned 
with shareholders 
(bonus system)

- Number of 
competitors

- Ease of entry
- Regulatory 

environment
- Capacity utilization
- Growth 

characteristics

- Niche dominant
- Low cost producer
- Extensive 

intellectual 
property

- History of 
innovation

- Strong balance 
sheet

- Positive cash flow
- Low debt levels
- Dividend payers 

preferred

INTERNAL 
RESEARCH (~75%):

· Fundamental analysis
· Management meetings
· Conference calls

EXTERNAL 
RESEARCH:

· Independent research
· Sell-side research
· Economic research
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PORTFOLIO 
CONSTRUCTION

CONSTRUCT CONCENTRATED, 
ALL-WEATHER PORTFOLIO

- Attempt to be fully-invested at all times
- Relatively sector neutral portfolio
- Position sizes limited to 4% at time of purchase
- Volatile positions purchased at 2% or less

PORTFOLIO GUIDELINES

· Exposure to at least seven economic sectors
· Limit minor sector weights to 2x the benchmark
· Major sectors are typically within 1000 basis 

points of Russell 2500
· Usually 25-40 companies
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SELL 
DISCIPLINE

WE WILL SELL A STOCK FOR ANY 
OF THE FOLLOWING REASONS:

- Allocation constraint has been reached
- Fundamental change in investment catalyst
- Deteriorating fundamentals
- Underperformance relative to industry
- Better opportunities

We utilize sell disciplines to capture 
gains and minimize losses.
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DISCLOSURE NOTES:

SMALL/MID CORE 
COMPOSITE
The SmallMidCore Composite seeks growth in capital by investing in equity securities of companies that are primarily in 
the Russell 2500 Index with positive characteristics for profitability, growth, and cash flow. For comparison purposes the 
composite’s primary benchmark is the Russell 2500 Index. The Russell 2500 Index measures the performance of the 2500 
smallest companies in the Russell 3000 Index. The Russell 2500 Index is constructed to provide a comprehensive and 
unbiased barometer for the small-and mid-cap U.S. equity market. The SmallMidCore Composite was created on July 1, 
1998. Prior to August 1, 2008, the composite was named Berkeley Capital Management SmallMidCore composite.
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